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Introduction 

Part  One  of  the  B.R.A.  analysis  of  the  Prudential  Center 
showed  how  the  center  has  directly  affected  employment  and  taxes 
in  Boston.   This  report,  Part  Two,  is  a  discussion  of  the  effect 
on  market  values  and  assessed  values  that  the  Prudential  Center 
has  had  in  the  area  that  immediately  surrounds  the  center. 

It  would  not  be  enough  to  simply  state  that  there  has  been  a 
change  in  market  and  assessed  values  in  the  neighborhood  of  the 
Prudential  Center.   It  is  necessary  to  establish  whether  this  change 
is  a  direct  result  of  the  construction  of  the  center,  or  whether 
this  change  is  a  general  result  of  the  economic  growth  of  Boston 
as  a  whole.   In  order  to  discover  which  of  these  possibilities  is 
in  fact  the  case,  changes  in  values  within  a  two  to  three  block 
radius  of  the  Prudential  Center  were  compared  with  changes  in  values 
within  the  downtown  area  of  Boston. 

It  was  found  that  there  was  an  increase  in  market  values  and 
assessed  values  within  both  areas,  but  that  the  increase  in  the  area 
surrounding  the  Prudential  Center  was  not  significantly  greater  than 
the  increase  in  value  of  the  downtown  area.   Therefore,  it  is  a 
general  conclusion  of  this  report  that  the  increase  in  market  values 
in  both  areas  of  the  city  can  best  be  attributed  to  the  overall 
economic  growth  of  Boston. 
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The  Approach 

The  impact  of  the  Prudential  Center  can  only  be  determined  by 
looking  at  data  from  before  and  after  the  development  of  the  center. 
Construction  of  the  tower  was  started  in  1960  and  completed  in  1964. 
The  six  year  period  from  1962  to  1968  was  chosen  as  the  period  con- 
sidered to  be  "after"  the  construction  of  the  center.   The  six  year 
period  from  1956  to  1962  was  chosen  as  the  "before"  period. 

The  Prudential  Center  area  chosen  for  study  was  all  property 
within  two  to  three  blocks  of  the  Prudential  Center.   This  area 
is  bounded  by  Commonwealth  Avenue  on  the  north,  Clarendon  Street  on 
the  east,  Saint  Botolph  Street  on  the  south,  and  Massachusetts  Avenue 
in  the  west.   It  includes  approximately  60  blocks  and  2000  parcels, 
from  which  a  10%  random  sample  was  chosen  for  study.   In  the  down- 
town area,  100  parcels  were  chosen  at  random. 

Six  pieces  of  information  were  collected  for  each  sample  property 
within  the  two  areas:   sales  price  (if  available),  assessed  value, 
area  of  parcel  (square  feet),  building  height  (number  of  stories), 
location  (north  or  south  of  the  center) ,  and  use  (commercial, 


In  order  to  find  an  area  for  comparison,  a  random  sample  was 
taken  of  the  land  parcels  in  the  Downtown  area.   Because  there  are 
almost  20,000  parcels  in  Downtown  Boston  (according  to  the  Greater 
Boston  Real  Estate  Board) ,  a  random  sample  of  100  parcels  was  re- 
quired for  results  of  calculations  to  be  statistically  valid  at  the 
90%  confidence  level  (Yumane,  Statistics,  2nd  Edition).   Once  the 
sample  was  drawn,  data  were  collected  from  the  same  sources  that  were 
used  for  the  Prudential  Center  area. 


-3- 


residential,  or  mixed).  1     In  the  downtown  area,  the  ratio  of  floor 
area  to  land  area  tends  to  be  greater  than  in  the  area  around  the 
Prudential  Center.   Therefore,  in  both  areas,  market  value  and 
assessed  value  were  divided  by  the  area  of  the  lot  and  the  number 
of  stories  in  each  building.   This  produced  a  more  meaningful 
measure  for  comparison  of  the  two  areas  relative  to  one  another. 


The  data  were  collected  from  a  variety  of  sources.   Assessed 
value  was  collected  from  the  Greater  Boston  Real  Estate  publications 
entitled  Assessed  Values  of  Real  Estate  in  Downtown  Boston.   Market 
Value  was  collected  from  the  Metropolitan  Mortgage  Bureau  which 
record  actual  sales  from  Suffolk  County  records.   Parcel  Area  was 
determined  from  GBRE  publications.   Height  was  collected  from  Sanborn 
Maps.   Use  was  determined  from  the  entries  in  the  Polk  Data  Books. 
A  methodological  weakness  of  the  study  was  the  lack  of  data  on 
coverage — the  extent  to  which  a  structure  covers  the  lot  it  occupies. 
This  was  partially  controlled  for  by  the  fact  that  most  parcels  in 
the  Back  Bay  have  uniform  coverage. 
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Market  Value 

The  most  reliable  indicator  of  the  value  of  property  in  a 
particular  area  is  actual  sales  data.   Downtown  properties  increased 
in  value  from  an  average  of  $2.27  per  square  foot  per  story  in  1956 
to  $5.53  in  1962  and  to  $8.15  in  1968.   In  the  area  just  north  of 
the  Prudential  Center,  the  comparable  figures  were  $2.52,  $7.15, 
and  $8.74.   This  suggests  that  these  two  areas  have  changed  to 
approximately  the  same  degree,  although  at  a  slightly  different 
rate.   For  a  period  of  time  in  the  early  1960 's,  the  property  just 
north  of  the  Prudential  Center  was  significantly  more  expensive  than 
property  downtown,  but  the  difference  is  now  rather  small. 

Property  value  to  the  south  of  the  Prudential  Center  was  $1.16 
per  square  foot  per  story  in  1956,  and  it  increased  to  $3.74  in  1962 
and  $5.67  in  1968.   It  is  likely  that  the  change  in  value  south  of 
the  center  reflects  the  changes  which  have  occurred  in  the  South  End 
section  of  Boston  and  residential  rents  in  general  rather  than 
increased  demand  caused  by  the  Prudential  Center. 

Of  course,  the  way  that  values  changed  depended  on  the  use  to 
which  buildings  could  be  put.   Commercial  properties  had  a  higher 
growth  rate  than  residential  properties  in  both  the  Prudential  Center 
neighborhood  and  downtown  for  the  period  before  and  after  the  center 
was  built.   The  value  of  commercial  property  around  the  center  went 
from  $1.28  per  square  foot  per  story  in  1956  to  $4.72  in  1962  and 
to  $6.22  in  1968.   Downtown  commercial  values  increased  from  $2.25 
to  $5.84  and  to  $11.69  in  the  same  years.   Residential  property 
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around  Prudential  was  $2.02  in  1956,  increased  to  $5.07  in  1962, 
and  went  to  $5.71  in  1968.    Meanwhile,  residential  property  down- 
town increased  from  $2.32  to  $5.36  to  $9.66.2 

During  its  construction,  the  Prudential  Center  appears  to  have 
temporarily  increased  market  values  in  its  neighborhood — no  doubt 
the  result  of  speculation.   But  in  general,  the  market  values 
around  the  Prudential  Center  have  changed  in  much  the  same  way  and 
to  much  the  same  degree  as  those  in  the  downtown  area.   More 

sophisticated  statistical  methods  were  used  to  isolate  effects  on 

3 
market  value,  but  the  general  conclusion  was  the  same. 


A  disproportionate  amount  of  property  sales  in  1968  occurred 
in  the  area  south  of  the  center.   The  average  for  that  year,  $5.71, 
is  not  as  high  as  it  would  have  been  if  the  south  and  north  had 
been  equally  represented.   The  figures  have  not  been  adjusted.   They 
are  the  mean  value  of  properties  sold. 

2 
From  1962  to  1968,  the  average  annual  increase  in  residential 

property  values  downtown  was  11%.   In  the  Back  Bay,  the  average  in- 
crease in  residential  property  values  was  10%. 

3 
See  Appendix  I  for  a  discussion  of  the  results  and  method  used. 
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Assessed  Value 

The  assessed  value  of  property  around  the  center  increased 
25  percent  from  1956  to  1968,  from  $1.76  per  square  foot  per  story 
to  $2.19.   Between  1956  and  1962  assessed  value  declined  slightly 
in  contrast  to  a  marked  increase  in  market  value.   Downtown,  assessed 
value  more  than  doubled  between  1956  and  1962,  and  it  has  increased 
slightly  since  1962.   In  1968,  the  ratio  of  market  value  to  assessed 
value  was  2.65  around  the  center  and  2.30  downtown,  indicating  that 
property  is  assessed  at  about  40%  of  its  market  value. 

The  assessed  value  of  parcels  north  of  the  Prudential  Center 
was  $2.12  in  1956,  $2.08  in  1962,  and  $3.18  in  1968.   In  the  area 
to  the  south  of  the  center  assessed  value  went  from  $1.3  9  in  1956, 
to  $1.32  in  1962,  and  to  $1.63  in  1968.   The  difference  in  assessed 
values  in  the  two  areas  around  the  center  is  a  reflection  of  the 
difference  in  market  value. 

In  the  Prudential  area  commercial  parcels  showed  a  slow  increase 
in  assessed  value  from  1956  to  1962  but  a  very  substantial  increase 
from  1962  to  1968.   Residential  properties  increased  approximately 
15%  in  each  period.   Downtown,  commercial  property  assessments 
increased  170%  from  1956  to  1962  but  held  relatively  steady  from  1962 
to  1968;  residential  increased  33%  in  the  first  period  and  48%  in 
the  second. 


The  aggregate  nature  of  this  information  means  that  it  applies 
only  to  the  general  condition  and  does  not  apply  to  specific 
properties  or  types  of  property. 
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As  is  the  case  with  market  value,  assessed  value  of 
commercial  property  relative  to  that  of  residential  property  appears 
to  be  increasing  in  the  neighborhood  of  Prudential.   It  appears 
that  in  strong  commercial  areas  (Newbury  and  Boylston  Streets) 
sharp  increases  in  assessment  occurred  after  1962,  reflecting  changes 
in  market  value  which  had  occurred  earlier.   In  predominantly 
residential  areas  (Commonwealth  Avenue  and  St.  Botolph  Street) 
assessed  values  have  grown  slowly.   But  these  increases  are  not 
significantly  different  from  increases  in  assessed  value  in  the 
downtown  area. 
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Conclusion 

This  report  has  compared  the  area  immediately  surrounding 
the  Prudential  Center  with  the  downtown  area  of  Boston.   In  regard 
to  changes  in  market  and  assessed  values,  the  two  areas  are  not 
significantly  different  from  one  another.   On  the  basis  of  this 
analysis,  it  does  not  appear  that  the  Prudential  Center  has  had 
a  lasting  economic  effect  on  its  immediate  surroundings.   It  is 
necessary  to  conclude,  therefore,  that  the  increase  in  market 
and  assessed  values  in  both  the  Prudential  and  downtown  areas  can 
be  best  ascribed  to  the  overall  economic  growth  of  the  city. 

It  must  be  noted,  however,  that  this  report  does  not  address 
itself  to  the  question  of  what  would  have  happened  if  the  Prudential 
Center  had  not  been  built.   There  is,  in  fact,  no  accurate  method 
of  telling  what  would  have  happened  to  marekt  values  in  the  area  of 
the  center  if  the  railroad  yard  still  occupied  the  site.   Also, 
there  is  no  good  way  to  estimate  the  role  that  the  Prudential  Center 
has  played  in  the  overall  economic  growth  of  Boston. 
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